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State of Wisconsin e bEPARTMENT OF REVENUE

2135 RIMROCK RD. + P.O. BOX 8933 - MADISON, WISCONSIN 53708-8933
PHONE (608) 266-6466 - FAX (608) 266-5718 « http://www.dor.state. wi.us

Scott Mc Callum Richard G. Chandler
Governor Secretary of Revenue

April 22, 2002

Honorable Fred Risser
President State Senate

Rm 220 South State Capitol
PO Box 7882

Madison Wi 53707-7882

Honorable Scott R. Jensen
Speaker State Assembly
Rm 211 West State Capitol
PO Box 8952

Madison WI 53708-8952

Re: Clearinghouse Rule 01-143

~ Dear Senator Risser and Representative Jensen:

This is to notify you, in accordance with s. 227.19(2), Stats., that the proposed rule order
relating to income returns of persons other than corporations, and to sales and use tax returns
is in final draft form. The proposed rule order was published in the Wisconsin Administrative
Register February 28, 2002. A public hearing was held on March 12, 2002.

Copies of the proposed rule order and Report required under s. 227.19(2) and (3), Stats.,
are enclosed. A brief summary of the proposed rule order follows:

Summary of Proposed Rule Order

Statutory authority: ss. 71.80(1)(c) and 227.11(2)(a), Stats.

Statutes interpreted: ss. 71.01(5)(g), 71.03(2), 71.20(1), 71.55(3), 71.80(18), 77.51(3r),
77.58 and 77.75, Stats.

SECTION 1. Tax 2.08(1)(a)2. and 3. are revised, to conform language to Legislative
Council Rules Clearinghouse (“Clearinghouse”) standards.

SECTIONS 2 AND 5. Tax 2.08(1)(a)4., 5., 6. to 15. and 17. to 28. are renumbered Tax
2.08(1)(a)5., 6., 9. to 22., 24. and 26. to 32., due to the addition and deletion of forms as
described in sections 3, 4 and 6.

As rehumbered, Tax 2.08(1)(a)6. is revised, to provide that form 1X is used to amend
telefile and netffile returns.

As renumbered, Tax 2.08(1)(a)15. is revised, to include information about forms
described in section 3.
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As renumbered, Tax 2.08(1)(a)18. is revised, to correct the name of schedule DC.

SECTIONS 3 AND 6. Tax 2.08(1)(@)4., 7., 8., 23. and 25. are created, to list new or
previously unlisted forms.

SECTION 4. Tax 2.08(1)(a)16. is repealed, to remove obsolete schedule EICW.

SECTION 7. Tax 2.08(1)(b)3. is revised, to change the name of form 3S as a result of
replacing the temporary recycling surcharge with a recycling surcharge.

SECTIONS 8 AND 9. Tax 2.08(1)(b)5. and 6. are renumbered Tax 2.08(1)(b)7. and 8.,
due to the addition of forms as described below.

As renumbéred, Tax 2.08(1)(b)7. is revised, to correct the name of sbhedu!e DC.
Tax 2.08(1)(b)5. and 6. are created, to list new or previously unlisted forms.

SECTION 10. Tax 2.08(3) is renumbered Tax 2.08(3)(a)(intro.) and revised, to reflect the
creation of subdivisions 1. to 3. as explained in section 11.

SECTION 11. Tax 2.08(3)(a)1. to 3. are created, to provide updated filing procedures,
including filing by electronic means and delivering as prescribed per the creation of s. 71 .01(5g),
Stats., and the amendment to s. 71.80(18), Stats., by 1997 Wis. Act 27.

Tax 2.08(3)(b) to (e) are created, to provide authority for the department to require
certain tax return preparers and tax preparation firms to file returns by electronic means, and to
provide exceptions to the requirement. - : ' :

Both notes at the end of Tax 2.08 are revised, to update the department office location
and mailing address and to include additional statutory references.

SECTION 12. Tax 11.01(1)(title) is created, to clarify the context of the subsection.

SECTION 13. Tax 11.01(1)(b) is revised, to provide that the form may also be used to
file refund claims or report additional taxes for prior periods.

SECTIONS 14 AND 16. Tax 11.01(1)(c), (d), (e) and (h) are repealed, to remove
obsolete forms S-013, S-014, SU-002 and S-108.

SECTIONS 15 AND 17. As a result of the repeals in sections 14 and 16, Tax 11.01(1)(f)
and (g) are renumbered Tax 11.01(1)(c) and (d), and Tax 11.01(1)(i) to (k) are renumbered Tax ,
11.01(1)(e) to (g).

As renumbered, Tax 11.01(1)(d) is revised, to reflect the new number of the department
of transportation form for aircraft sales.

SECTION 18. Tax 11.01(2) is repealed and recreated, to provide updated filing
procedures, including filing by electronic means and delivering as prescribed per the creation of
s. 77.51(3r), Stats., by 1997 Wis. Act 27; to provide authority for the department to require that
certain sales and use tax returns be filed by electronic means and provide exceptions to the
requirement; and to move an address to a note, per Clearinghouse standards.
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Both notes at the end of Tax 11.01 are revised, to provide the department office location
and update the mailing address, and to include an additional statutory reference.

SiM

Richard G. Chandler
Secretary of Revenue

RGC:MPW:MSOffice

e:rules\208 Committees — President Speaker

Enclosure

cc. Assistant Revisor




DEPARTMENT OF REVENUE
CLEARINGHOUSE RULE NUMBER 01-043

SECTION 227.19(2) AND (3), STATS., REPORT

Need for Proposed Rule

The rule is necessary to:

¢ Permit the Department to require that certain returns relating to income of
persons other than corporations and certain sales and use tax returns be filed
by electronic means.

* Delete references to obsolete forms.
e List new or previously unlisted forms.
» Update or correct information relating to certain forms.

* Update information relating to methods by which returns may be submitted to
the Department. :

Public Hearing

A public hearing was held on March 12, 2002. Nobody appeared at the public heaﬁng to

provide testimony or comment. However, a letter with comments was received from Mr.
Vernon Eulert, E. A., of Eulert Accounting, relating to s. Tax 2.08(3)(b). A copy of this
letter is being enclosed with this Report. As a result of this letter, sub. (3)(b) was revised
to set forth the thresholds for the number of returns prepared for the prior taxable year
before a tax return preparer or tax preparation firm would be required to file returns by
electronic means. With respect to other comments made in Mr. Eulert’s letter:

The department is not attempting to require all tax return preparers or tax preparation
firms to file their clients’ individual income tax returns electronically. Only preparers
or firms that prepared 200 or more individual income tax returns for the prior taxable
year would be required to file 2002 tax returns electronically in 2003; that threshold
number would be reduced to 100 in 2004 and thereafter. In addition, electronic filing
would not be required for the return of a taxpayer who indicates he or she does not
want the return filed electronically, and a waiver from the requirement can be granted
in case of undue hardship.

The fiscal estimate is not in error. This estimate measures the fiscal effect for the
state, and as indicated, the proposed rule has no state fiscal effect.

Based on the department’s research, the cost of filing a return by electronic means is
significantly less than the amounts represented in the letter. In addition, since the
cost of preparing and filing a return is an ordinary expense of doing business, such
costs could be passed on to the client, resulting in little or no additional cost to the




preparer or firm. For these reasons, the department feels that the regulatory flexibility
analysis at the end of the proposed rule is accurate. -

e The October 1 date listed in the proposed rule is the latest date the department could
notify a preparer or firm of the electronic filing requirement for the following year. It is
anticipated that the notification will be made significantly sooner than October 1.

Legislative Council Staff Recommendations

All comments of the Legisiativé Council staff have been addressed. All

recommendations have been incorporated into the proposed rule.

Regulatory Flexibility Analysis

The proposed rule order does not have a significant economic impact on a substantial
number of small businesses. - ‘

e:rules\208 Committees — Report




Sharyn J. Eulert

Vernon C. Eulert Phone: 262-338-0820
| Fax:  262-338-4690

3617 Hwy 33 West eulertactg@aol.com

West Bend, WI 5309
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March 13, 2002

]
AR 1w
Mr. Mark Wipperfurth , f
Department of Revenue o '
Mail Stop 6-40 Wi DEPT. GF i~
2135 Rimrock Road ~
P. C. Box 8833

Madison, Wi 53708-8933

Re: Notice of Hearing
Revenue (CR01-137)

Dear Mr. Wipperfurth:

| would iikeAto issue the following comments regarding the above proposed rules. Due to
tax season | have not been able to analyze the complete notice, however, | am very
disturbed about’:2.08(3) (b).

It appears the department wants the ability to dictate that all tax preparation firms must
file electronically. This is a business decision that should be made by each firm, not by
the department. | believe this is what the department is trying to do to transfer their
budget cuts to the taxpayers and preparers of this state. ‘ '

The fiscal estimate is completely in error. It states that there is no fiscal impact. This
sure is not correct. Approximately 50% of the tax returns are filed by paid preparers.
That would amount to 1.45 million tax returns. The average charge for filing a return is
$30.00. This charge includes the additional software charges, the pay per return
charges, telephone long distance charges, the additional time needed to submit the

- return and the time needed to handle all of the error messages received. Some firms
claim to offer this service free, however, when you examine their fee structure they have
at least this amount buried in their prices. The $30.00 fee is a breakeven fee. Some
firms charge as much as $75.00 to file electronically. If all preparers are required to file
electronically this would put additional tax preparation fees of at leasst $43.5 million on
the residents of the State of Wisconsin. So the fiscal impact is additional charges to the
small business and individuals of the state of at least $43,500,000.00. | think this is
completely ridiculous. | would assume if this is passed the department will immediately
cut their budget by this additional amount.

Enrolled to practice before the Internal Revenue Service




[ also take issue with your timing of telling preparers by October 1 that they must use
this method by the next January 1. Most software firms require that you renew your
software by no later than June 15" with full payment by then. Any changes to the
contract after that time requires additional higher cost charges.

- According to the Department of Revenues current statistics 45% of the returns received
are being filed electronically, so, | cannot understand why the department wants to take
this unprecedented action. | hope at least this part of this rule is never passed.

Sincerely yours,
e T

),;:’F ”
o . S

o /% 1/
Vernon Eulert E. A.

CC: Repr Glenn Grothman
Sen Mary Panzer

Enrolled to practice before the Internal Revenue Service



PROPOSED ORDER OF THE DEPARTMENT OF REVENUE
REPEALING, RENUMBERING, RENUMBERING AND AMENDING,
AMENDING, REPEALING AND RECREATING AND CREATING RULES

The Wisconsin Department of Revenue proposes an order to: repeal Tax 2.08(1)(a)16.
and Tax 11.01(1)(c), (d), (e) and (h); renumber Tax 2.08(1)(a)4., 6. to 11., 13., 14. and 17. to
28. and (b)6. and Tax 11.01(1)(f), (i), (j) and (k); renumber and amend Tax 2.08(1)(a)5., 12.
and 15. and (b)5. and (3) and Tax 11.01(1)(g); amend Tax 2.08(1)(a)2. and 3. and (b)3. and
Tax 11.01(1)(b); repeal and recreate Tax 11.01(2); and create Tax 2.08(1)(a@)4.,7., 8., 23. and
25. and (b)5. and 6. and (3)(a)1. to 3., (b), (c), (d) and (e) and Tax 11.01(1)(title); relating to
returns of persons other than corporations that relate to income, and sales and use tax returns.

Analysis by the Department of Revenue
Statutory authority: ss. 71.80(1)(c) and 227.11(2)(a), Stats.

Statutes interpreted: ss. 71.01(5)(g), 71.03(2), 71.20(1), 71.55(3), 71.80(18), 77.51(3r),
77.58 and 77.75, Stats.

SECTION 1. Tax 2.08(1)(a)2. and 3. are revised, to conform language to Legislative
Council Rules Clearinghouse (“Clearinghouse”) standards.

SECTIONS 2 AND 5. Tax 2.08(1)(a)4., 5., 6. to 15. and 17. to 28. are renumbered Tax
2.08(1)(a)5., 6., 9. to 22., 24. and 26. to 32., due to the addition and deletion of forms as
described in sections 3,4 and 6. :

As renumbered, Tax 2.08(1)(a)6. is revised, to provide that form 1X is used to amend
telefile and netfile returns. . G

. As renumbered, Tax 2.08(1)(3)15. is revised, to include information about forms
described in section 3.

~ As renumbered, Tax 2.08(1)(a)18. is revised, to correct the name of schedule DC.

SECTIONS 3 AND 6. Tax 2.08(1)(a)4., 7., 8., 23. and 25. are created, to list new or
previously unlisted forms.

SECTION 4. Tax 2.08(1)(a)16. is repealed, to remove obsolete schedule EICW.

SECTION 7. Tax 2.08(1)(b)3. is revised, to change the name of form 3S as a result of
replacing the temporary recycling surcharge with a recycling surcharge.

SECTIONS 8 AND 9. Tax 2.08(1)(b)5. and 6. are renumbered Tax 2.08(1)(b)7. and 8.,
due to the addition of forms as described below.

As renumbered, Tax 2.08(1)(b)7. is revised, to correct the name of schedule DC.

Tax 2.08(1)(b)5. and 6. are created, to list new or previously unlisted forms.



SECTION 10. Tax 2.08(3) is renumbered Tax 2.08(3)(a)(intro.) and revised, to reflect the
creation of subdivisions 1. to 3. as explained in section 11.

SECTION 11. Tax 2.08(3)(a)1. to 3. are created, to provide updated filing procedures,
including filing by electronic means and delivering as prescribed per the creation of s. 71 .01(59),
Stats., and the amendment to s. 71.80(18), Stats., by 1997 Wis. Act 27.

Tax 2.08(3)(b) to (e) are created, to provide authority for the department to require
certain tax return preparers and tax preparation firms to file returns by electronic means, and to
provide exceptions to the requirement.

Both notes at the end of Tax 2.08 are revised, to update the department office location
and mailing address and to include additional statutory references.

SECTION 12. Tax 11.01(1)(title) is created, to clarify the context of the subsection.

SECTION 13. Tax 11.01(1)(b) is revised, to prbvide that the form may also be uséd to
file refund claims or report additional taxes for prior periods.

SECTIONS 14 AND 16. Tax 11.01(1)(c), (d), (e) 'and‘(h) are repealed, to remove
obsolete forms S-013, $-014, SU-002 and S-108.

SECTIONS 15 AND 17. As a result of the repeals in sections 14 and 16, Tax 11.01(1)(H)
and (g) are renumbered Tax 11.01(1)(c) and (d), and Tax 11.01(1)(i) to (k) are renumbered Tax
11.01(1)(e) to (g). _

As renumbered, Tax 11.01(1)(d) is revised, to reflect the new number of the department
of transportation form for aircraft sales.

~ SECTION 18. Tax 11.01(2) is repealed and recreated, to provide updated filing
procedures, including filing by electronic means and delivering as prescribed per the creation of
s. 77.51(3r), Stats., by 1997 Wis. Act 27; to provide authority for the department to require that
certain sales and use tax returns be filed by electronic means and provide exceptions to the
requirement; and to move an address to a note, per Clearinghouse standards.

Both notes at the end of Tax 11.01 are revised, to provide the department office location
and update the mailing address, and to include an additional statutory reference. '

SECTION 1. Tax 2.08(1)(a)2. and 3. are amended to read:
Tax 2.08(1)(a)2. Form 1A. Income tax. This is an optional short form return which that
may be used by individuals who are full-year Wisconsin residents and filing as married filing a

joint return, head of household or single.




3. Form WI-Z. Income tax. This is an optiona‘l short form return whieh that may be used
by individuals who are full-year Wisconsin residents and filing as married filing a joint return or
single.

SECTION 2. Tax 2.08(1)(a)4., 5. and 6. to 15. are renumbered Tax 2.08(1)(a)5., 6. and
9. to 18. and as renumbered Tax 2.08(1)(a)6., 15. and 18. are amended to read:

Tax 2.08(1)(a)6. Form 1X. Income tax - amended return. This return may be used by full-

year Wisconsin resident individuals to amend form 1, 1A or WI-Z _ or returns filed using telefile

or neffile .
15. Form CN-ES. Composite estimated tax voucher. This form may be used by

nonresident athletes, directors, partners, members or shareholders using form 1CNA, 1CND,

1CNP or 1CNS.

18. Schedule DC. Development zone-credits zones credit.

SECTION 3. Tax 2.08(1)(a)4., 7. and 8. are created read:

Tax 2.08(1)(a)4. 'Teleﬁle and netfile worksheet. Income tax. This is a worksheet that may
be used by smgle md:vzduals under age 65 who file by telephone using telef’ le or by computer
using neffile. Only ehglble individuals who have been seiected by the department to flle in this
manner may use telefile or neffile.

7. Form 1CNA. Combined individual income tax return fbr nonresident members of
professional athletic teams.

8. Form 1CND. Combined individual income tax return for nonresident directors of
corporations.

SECTION 4. Tax 2.08(1)(a)16. is repealed.

SECTION 5. Tax 2.08(1)(a)17. to 20., 21. and 22. to 28. are renumbered Tax
2.08(1)(a)19. to 22., 24. and 26. to 32.

SECTION 6. Tax 2.08(1)(a)23. and 25. are created to read:

Tax 2.08(1)(a)23. Schedule MS. Manufacturer’s sales tax credit.




25. Schedule RS. Recycling surcharge.

SECTION 7. Tax 2.08(1)(b)3. is amended to read:

Tax 2.08(1)(b)3. Form 3S. Partnership temporary recyclihg surcharge.

SECTION 8. Tax 2.08(1)(b)5. and 6. are renumbered Tax 2.08(1)(b)7. and 8. and as
renumbered Tax 2.08(1)(b)7. is amended to read:

Tax 2.08(1)(b)7. Schedule B DC. Development zone-credits zones credit .

SECTIO’N 9. Tax 2.08(1)(b)5. and 6. are created to read:

Tax 2.08(1)(b)5. Form 3U. Underpayment of estimated recycling surcharge by
partnerships. |

6. Schedule 3Z. Manufacturer’s sales tax credit.

, SECTIO’N 10. Tax 2.08(3) is renumbered Tax 2.08(3)(a)(intro.) and amended to read:

Tax 2.08(3)(a)(intro.) All forms and information required to be filed or furnished by

persons other than corporations shall be filed or furnished by providing the informatioh

requested on the apbropriate forms, signing the returns or forms as appropriate sand delivering

in-the-instruetions: and submittting them by one of the following means:

SECTION 117 Tax 2.08(3)(a)1. to 3., (b), (c), (d) and (e) are created to read:

Tax 2.08(3)(a)1. Mailing them to the address specified by the department on the form or
in the instructions. |

2. Delivering them to the department or to the destination that the department or tﬁe
department of administration prescribes.

3. Filing them by the use of electronic means as prescribed by the department.

Note to Revisor: Insert the following note at the end of Tax 2.08(3)(a):

Note: The destination for delivering forms that the department or the department of
administration prescribes and the type of electronic means the department prescribes for filing
forms shall be stated on the forms or in the instructions, on the department’s internet web site at

www.dor.state.wi.us or in the department’s quarterly newsletter titled “Wisconsin Tax Bulletin” or
other written material.




(b) Except as provided in pars. (b) and (c), the department may require a tax return
preparer or tax preparation firm that prepared the threshold number, as described in subds. 1.
and 2., of Wisconsin individual income tax returns for the prior taxable year, to file individual
income tax returns prepared by that tax return preparer or fax preparation firm by electronic
means. The department shall notify tax return preparers and tax preparation firms by October 1
of any year of the require'ment to use electronic means. The requirement to file returns by
electronic means shall be effective beginning January 1 of the year following notification. The
threshold number of returns prepared in the prior taxable year is as follows:

1. For taxable year 2002, 200 or more returns.

2. For taxable year 2003 and thereafter, 100 or more returns.

(c) Paragraph (b) does not’apply to a return on which the taxpayer has indicated that the
taxpayer did not want the return filed by electronic means.

(d) The secretary of revenue may waive the requirement to file by electronic means
when the secretary determines that the requirement causes an undue hardship, if the tax return

- preparer or tax preparation firm otherwise required to file by elkectrohic means does all Qf the
’foilowing: | ’k |
1. Requests the waiver in writing.

Note: Written waiver requests should be addressed to Wisconsin Department of
Revenue, Secretary’s Office, Mail Stop 3-258, PO Box 8903, Madison WI 53708-8903.

2. Clearly indicates why the requiremeht causes an undue hardship.

(e) In determining whether the electronic means requirement causes an undue hardship,
the secretary of revenue may consider the following factors:

1. Unusual circumstances that may prevent the person from filing by electronic méans.

Example: The tax return preparer does not have access to a computer that is connected
to the internet.

2. Any other factor that the secretary determines is pertinent.

Note to Revisor: Replace the 2 notes at the end of Tax 2.08 with the following:




Note: Forms may be delivered in person to the Department of Revenue at 2135 Rimrock
Road, Madison, Wisconsin. Blank forms may be obtained at the same location; by calling (608)
266-1961; by writing to Wisconsin Department of Revenue, Forms Request Office, Mail Stop 1-
151, PO Box 8951, Madison WI 53708-8951; or by accessing the department’s internet web site
at www.dor.state.wi.us.

Note: Section Tax 2.08 interprets ss. 71.01(5g), 71.03(2), 71 .20(1), 71.55(3) and
71.80(18), Stats. '

SECTION 12. Tax 11.01(1)(title) is created to read:

Tax 11.01(1)(title) FORMS.

SECTION 13. Tax 11.01(1)(b) is amended to read:

Tax 11.01(1)(b) Fo’rm S-012. Also called form ST-12. The monthly, quarterly or annual
return used to report State, county and stadium taxes by persons holding a Wisconsin seller’s
permit, use tax registration certificate or consumer’s use tax registration certificate. This form is

also used to file refund claims or report additional taxes for prior periods.

SECTION 14. Tax 11.01(1)(c), (d) and (e) are repealed.

SECTION 15. Tax.11.01(1)(f) and (g) are renumbered Tax 11.01(1)(c) and (d) and as
renumbered Tax 11.01(1)(d) is amended to read:

Tax 11.01(1 )(’d).;Form AR—-'L DT 1556 . ‘A department of fransportation form for
occasional and dealer sales of aircraft.

SECTION 16. Tax 11.01(1)(h) is repealed.

SECTION 17. Tax 11.01(1)(i), (j) and (k) are renumbered Tax 11.01(1)(e), (f) and (g).

SECTION 18. Tax 11.01(2) is repealed and recreated to read:

Tax 11.01(2) FILING RETURNS. (a) Forms required to be filed shall be submitted by
one of the following means:

1. Mailing them to the address specified by the department on the forms or in the
instructions.

2. Delivering them to the department or to the destination that the department

prescribes.




3. Filing them electronically via the department’s sales internet process, or “SIP,” or

some other electronic means prescribed by the department.

Note: Information about SIP is found in Wisconsin Publication 227, “E-File Sales Tax
Returns With S.I.P.," which is available from any Wisconsin Department of Revenue office or
online at www.dor.state.wi.us/html/taxpubs.html. :

(b) The department may require a person registered or required to be registered for
Wisconsin sales and use tax purposes to file its sales and use tax return by electronic means.
The department shall notify the person at least 90 days prior to the due date of the first sales
and use tax return required to be filed by electronic means of the requirement to file by
electronic means. In its notice, the department shall indicate the period covered for the first
return to be filed by electronic means.

(c) The secretary of revenue may waive the requirement for a person to file by electronic
means when the secretary determines that the requirement causes an undue hardship, if the
person does all of the following:

1. Requests the wa}ver in writing.

Note: Written requests should be addressed to Wisconsin Department of Revenue,
Secretary’s Office, Mail Stop 3-258, PO Box 8903, Madison WI 53708-8903.

2. Clearly indicates why the requirement causes an undue hardship.

(d) In determining whether the electronic means requirement causes an undue hardship,
the secretary of revenue may consider the following factors:

1. Unusual circumstahces that may prevent the person from using electronic means.

Example: The person does not have access to a computer that is connected to the
internet.

2. Any other factor that the secretary determines is pertinent.
Note to Revisor: Replace the 2 notes at the end of Tax 11.01 with the following:

Note: Department of Revenue forms may be delivered in person to the Department of
Revenue at 2135 Rimrock Road, Madison, Wisconsin. Blank Department of Revenue forms
may be obtained at the same location; by calling (608) 266-2776:; by writing to Wisconsin
Department of Revenue, Mail Stop 5-77, PO Box 8902, Madison WI| 53708-8902; or by
accessing the department'’s internet web site at www.dor.state. wi.us.




Note: Section Tax 11.01 interprets ss. 77.51(3r), 77.58 and 77.75, Stats.

The rules contained in this order shall take effect on the first day of the month following
publication in the Wisconsin administrative register as provided in s. 227.22(2)(intro.), Stats.

Initial Regulatory FleXibility Analysis
This proposed rule order does not have a significant economic impact on a substantial

number of small businesses.

DEPARTMENT OF REVENUE

Dated: ‘ 4’/lq /Op By: mmc/gé/(
[ ‘Richard G. Chantifer
Secretary of Revenue

e:rules\208 Proposed Order




FISCAL ESTIMATE FORM . 2001 Session

LRB# 01-
X ORIGINAL ] UPDATED INTRODUCTION #
[J CORRECTED  [J SUPPLEMENTAL Admin. Rule # Tax 2.08 and 11.01
Subject
Income and Sales Tax Returns
Fiscal Effect
State: [ No State Fiscal Effect
Check columns below only if bill makes a direct appropriation or affects a [0 Increase Costs - May be Possible to Absorb
ient g ‘
sum sufficient appropriation Within Agency's Budget [] Yes J No
[0 Increase Existing Appropriation [0 Increase Existing Revenues )
[0 Decrease Existing Appropriation [0 Decrease Existing Revenues
[0 . Create New Appropriation [J Decrease Costs

Local: [] No Local Government Costs

1. [0 Increase Costs 3. [] Increase Revenues 5. Types of Local Governmental Units Affected:
[} Permissive [] Mandatory [0J Permissive [] Mandatory [0 Towns [J Villages [J] Cities
2. [ Decrease Costs 4. . [J Decrease Revenues [Tl Counties [] Others
[0 Permissive. [] Mandatory '[j Permissive [] Mandatory [ Schoot Districts [J WTCS Districts
Fund Sources Affected ~ Affected Ch. 20 Appropriations

0O GPR [JFED [J PRO [JPRS [J]SEG [J SEG-S

. Assumptions Used in Arriving at Fiscal Estimate:

The proposed rule order would update the income and sales tax returns and other forms listed in the
Administrative Code. It would update filing procedures, including procedures for electronic filing, and indicate
when filing by electronic means is required and when exceptions to that requirement are allowed. These
changes have no fiscal impact.

DC:skr
I\legisfiles\dc\Tax 2 and 11.doc

Long-Range Fiscal Implications:

Agency/Prepared by: (Name & Phone No.} Authorized Signature/Telephone No. Date

Wisconsin Department of Revenue Brian Pahnke, ‘ -
* lifer)er
Dennis Collier, (608) 266-5773 (608) 266-2700 :
[74




Huber, Grant

From: Ourada, Thomas D

Sent: Thursday, May 09, 2002 7:26 AM

To: Huber, Grant

Subject: Information on Clearinghouse Rule 01-143

Grant, | am attaching a summary of the rule and rationale for DOR's interest in advancing it at this time. This was
prepared by Bev Scheuers in our Processing and Customer Service Division. We would be happy to meet with you to
provide additional information after you have a chance to review this material. Thank you. ‘

W ]

Electronic Filing.doc




Clearinghouse Rule 01-143 Requiring Electronic Filing

State agencies need to operate more efficiently in order to meet current budget expectations. One way for
the Department of Revenue to operate more efficiently is to receive tax returns electronically. Electronic
returns bypass the front-end procedures of mail opening, review, validations, and data capture. The
electronic data is loaded daily into the computer processing system. Electronic returns also bypass the
intensive manual paper storage and retrieval procedures after computer processing is finished and don’t
require physical space during the retention period. The savings as a result of eliminating the limited term
work force necessary to manage these paper processes, saves at least $1 for each income tax return and
$.50 for each sales & use tax return.

Because the Department of Revenue knew electronic filing would result in efficiencies, it implemented
electronic filing for income tax returns in 1991 and for sales & use tax returns in 1999. Despite marketing
efforts, electronic returns account for only 30% of income tax returns filed each year and only 3% of sales &
use tax returns. In order to realize the growth necessary to meet the budget needs, electronic filing needs
to be required.

In 1999, through an administrative rule, DOR mandated electronic payments. Electronic Funds Transfer
had been voluntary for 10 years, but had less than 10% participation. Even though there is no penalty for
failure to comply with the electronic payment method, after the mandate was implemented 50% of the
dollars collected by DOR last year ($5.5 billion) were electronic payments. DOR expects to see similar
growth in electronic filing when that method is required. )

Under Clearinghouse Rule 01-143, DOR proposes to require certain practitioners to file Wi income tax
returns electronically and certain sales & use tax filers to file their business tax returns electronically. About
2,000 practitioners who file 200 or more WI income tax returns in 2003 will be expected to file those
153,000 returns electronically uniess the individual taxpayer requests otherwise. The second level of the
mandate will become effective in 2004 for practitioners who file 100 or more WI income tax returns affecting
3,570 practitioners who file 253,000 returns. Sales & use tax return filers with a monthly filing frequency will
be mandated to file their returns electronically.

Since about half the income tax returns received as paper returns are practitioner prepared using a
computer and printed by tax preparation software, the DOR believes that most practitioners already have
tax preparation software that allows them to key their client’s information and print a paper return. This
mandate will require them to submit the information they have already keyed electronically rather than
printing and mailing the paper return. There may be an additional expense to submit returns electronically
for some software packages but this service is included in others. Next year DOR expects to offer a free
method for submitting income tax returns electronically. The software for filing sales and use tax returns is
already available for free from the DOR.

Waivers to the mandate may be requested if the additional expense will prove a hardship to the practitioner.
Waivers may be requested for anything that will prove a hardship to the practitioner. Like the electronic
payment mandate, there is no penalty for failure to comply with the mandate.

Electronic filing benefits the taxpayer. Besides meeting budget reductions through which all Wi citizens
benefit, electronic filing software prevents the most common errors on tax returns such as calculation errors,
table look-up errors, and other discrepancies. The electronic filing system verifies certain information, which
requires manual review on paper returns. Practitioners and taxpayers receive confirmation that the return
has been received. Unlike paper returns, no electronic return has ever been lost. Refunds are issued in five
working days as compared to up to 12 weeks for a paper return.

If you need additional information or have questions, please do not hesitate to contact Beverly Scheuers at
608-266-1530 or by email at bscheuer@dor.state.wi.us.




